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THE VEGETABLE CANNING INDUSTRY IN ILLINOIS

By R. A. KELLY, Associate Professor of Fruit and Vegetable Marketing

THE
ACREAGE OF VEGETABLES grown for commercial proc-

essing in Illinois has increased steadily. In 1953, the year of this

study, 120,000 acres were planted for canning. This was double the

acreage in 1912 and four and one-half times the acreage for the fresh

market in 1953. l

Consumption has also increased, presumably reflect-

ing changes in eating habits and the lower, more stable costs, general

availability, and convenience of canned compared with fresh vegetables.

Proximity to supply influences the location of the canning factories.

In Illinois, the industry has become concentrated in the northern part of

the state where soils, temperature, and rainfall are more favorable to

growing vegetables for processing.

This study was undertaken to analyze the changes that have oc-

curred in the Illinois canning industry with the belief that factors may
be suggested for its future improvement. Information on packs, sales,

and distribution was obtained by personal interview with canners who

processed asparagus, sweet corn, peas, pumpkin, and tomatoes. Eco-

nomic relations between producers and processors were studied in 35

contracts. Eleven food brokers in Chicago, Peoria, and Bloomington
were asked about their functions in marketing canned vegetables and

their relationships with canners and buyers.

All vegetable canners in the state are included in the study except

custom packers. Soup, juice, condiment, relish, pickle, and fruit proc-

essors were not included, nor were processors in other states who

procure their supplies in Illinois. In this study, no analysis is made of

supply and demand factors which influence the general price levels of

canned vegetables.

THE CANNING COMPANIES
In 1953 the 24 firms cooperating in the study owned 27 plants in

the state. Fifty-two percent belonged to corporations, 26 percent to

private companies, and 22 percent to partnerships. Generally, the

private companies and partnerships canned only 1 vegetable. Two
corporations canned 1, seven canned 2, three canned 3, and two canned

1

Vegetables for Commercial Processing, Annual Summary, 1953 and Vege-
tables for Fresh Market, Annual Summary, 1953. U.S. Dept. Agr. December,
1953.
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4. Plants that canned one vegetable operated an average of 51 days;

two vegetables, 38 days, and three or four vegetables, 134 days. The

output of the privately owned plants averaged about 22,000 cases, the

partnerships 74,000, and the corporations 472,000.

The asparagus plants were relatively small in terms of labor. One

privately owned asparagus cannery had only 4 employees. Eleven

plants canned tomatoes exclusively; the largest plant had 13 times as

many employees as the smallest. Sweet corn, peas, and pumpkin were

processed by plants that canned more than one vegetable; these were

generally the largest plants. A plant that processed asparagus, sweet

corn, and tomatoes had the largest employment 1,500 during the

peak season.

Procurement Policy

The vegetable canners take into consideration market prospects for

their products and plant efficiency in deciding how much acreage to

contract. They wrant adequate tonnage to utilize their canning facili-

ties; they also consider inventory, prospective supply, sales experience,

price trends, and general business conditions. The canners interviewed

did not regard prospective plantings in other parts of the country as

important. They were more concerned with the industry's inventory

position and the size of their own beginning stocks. They felt that they
had built up a demand for their products and could maintain it by

keeping up the quality of the packs, and the good will of their

customers.

Canners in Illinois contracted 88 percent of their sweet corn acre-

age; tomato, 85 percent; and pumpkin, 78 percent. Only 46 percent of

the pea acreage was contracted and 21 percent of the asparagus

(Table 1). The canners operate a large portion of the asparagus acres

to insure their supply. Peas are also grown largely on company land.

According to several canners, the difficulties in harvesting peas have

discouraged some farmers from growing or continuing to grow them.

To harvest peas at the proper maturity it is sometimes necessary to

work during a rainy period; the harvesting equipment cuts deep tracks

in the muddy soil, making it more difficult to prepare the land for a

new crop.

Since World War II, some canners have altered their methods of

procurement because it became more difficult to contract acreage. They
found it necessary to lease more land or grow more on their own land.

As a result, a larger acreage has come under direct control and the

canners have greater financial and managerial responsibilities.
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Table 1. Acreage of Vegetables Harvested per Plant Under Different

Methods of Procurement, Illinois, 1953
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Table 2. ASPARAGUS: Style of Pack and Size of Container,
Illinois, 1953

Percent of each style in container size
c .

, ( Percent ^ .
,Style

,

of
of total

Total r~
'

Total
r>^L- ?<; S*T _.

L
. I2z 300 303 2 10pack

Whole spears. .



1957] VEGETABLE CANNING INDUSTRY IN ILLINOIS 7

creased the percentage of whole spears also increased. There was little

difference in percentage of Fancy grade asparagus packed by the

small- and medium-sized plants. They averaged 77 and 78 percent,

respectively, but 98 percent of the asparagus of the large firms was

rated Fancy grade. The smaller canners packed 78 percent of their

output in No. 300 cans, the rest in No. 2. Medium and large firms

used the No. 300 for over 50 percent of their pack along with several

other sizes; 8-ounce ranked second for medium-sized plants and No. 1

picnic for large-sized plants (Table 3).

Sweet corn. In 1953, 16 percent of the sweet corn pack in Illinois

was golden whole-kernel, 39 percent golden cream-style, 5 percent

white whole-kernel, and 40 percent white cream-style (Table 4). Illi-

nois percentages differed considerably from those for the midwestern

states, where 51 percent of the pack was golden whole-kernel and only

13 percent was white cream-style.

Table 4. SWEET CORN: Variety, Style of Pack, and Size
of Container, Illinois, 1953

Variety
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Table 6. PEAS: Variety, Quality, and Size of Container
in Different-Sized Plants, Illinois, 1953

Alaska Sweet

Small Large All Small Large All

plants plants plants plants plants plants

Average number of cases.. 27,500 56,500 42,000 13,700 51,200 32,400

Variety (percent of total

pack) 67 52 56 33 48 44

Quality (percent of

variety pack)
Fancy 45 48 47 67 57 59
Extra-standard 30 32 31 33 38 37
Standard 25 20 22 5 4

Size of container (percent
of variety pack)

8z 8 18 14 20 20 20
No. 303. 77 75 76 80 78 78
No. 10.. 15 7 10 022
Peas. Three canneries canned only Alaska peas, the other five

canning from 13 to 66 percent Alaskas. Sweet peas averaged higher

in quality in 1953 59 percent Fancy, 37 percent Extra-standard, and

4 percent Standard compared with Alaskas which averaged 47, 31, and

22 percent for the three grades.

About three-fourths of both varieties was canned in No. 303 con-

tainers. The remaining one- fourth was packed in 8-ounce or No. 10

cans (Table 6). No plant packed peas in one size exclusively; most

canners used two sizes, and two of them used all three. Since 97 per-

cent of the national output was packed in these three sizes in 1953,

Illinois canners offered buyers a choice of the most popular can sizes

in the United States.

Larger plants packed the same proportion of Alaska and Sweet

peas, but the smaller plants packed an average of 67 percent Alaskas.

The quality of Alaska peas was nearly the same in the two size groups,

but the small plants had 67 percent Fancy Sweet peas while the larger

plants had 57 percent (Table 6).

Pumpkin. No. 2i/ has been the most popular can size for pumpkin,
but it is losing out in Illinois, as in other areas, to the No. 303. Can-

ners used these sizes for 38 and 39 percent, respectively, of the pack
and No. 10 was used for an average of 21 percent. Two percent was
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Table 7. PUMPKIN AND TOMATOES: Quality and Size

of Container in Different-Sized Plants, Illinois, 1953
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packed in No. 300, but this size was used by only one processor, who
did not use No. 303 (Table 7).

Tomatoes. In 1953, only one plant packed Fancy quality tomatoes.

The output of seven canneries graded Extra-standard, and four aver-

aged about 60 percent Extra-standard and 40 percent Standard.

On the average, the canners packed 30 percent of the tomatoes in

No. 2 cans, 37 percent in No. 303, 12 percent in No. 2i/2, and 21 per-

cent in No. 10. But five plants used only No. 2, one plant used No.

303, and another No. 10 for their entire pack.

Small processors used No. 2 cans for 83 percent of their volume

compared with only 20 percent for the large canners. Apparently the

small plants were more reluctant than the large ones to follow the

trend to No. 303 (Table 7).

MARKETING ILLINOIS CANNED VEGETABLES

The market organization for canned vegetables is distinctly differ-

ent from the fresh market; it is organized more along the lines of

distribution for manufactured goods. An average of 65 percent of the

total pack in 1953 was sold to wholesalers; the rest went to chains,

retailers, and institutions at averages of 30, 4, and 2 percent.

Sales Methods

Direct selling. Nine percent of the canners sold directly; they felt

their pack was too small to justify any other procedure and thought
that they received prices comparable to those of competitors. Although
individual selling tends to be high-cost, these canners had low out-of-

pocket sales expense, selling their output in one or two sales. One of

the disadvantages of this method is that it does not enable the canner

to predict his per-unit selling cost.

Sales staffs are often used by large canning companies whose

volumes are sufficient for national distribution. These "national brand"

canners usually maintain sales organziations in the larger cities, but

they may use food brokers in rural and small communities. The trend,

however, is toward expansion of their own sales programs. A salaried

sales staff entails a fixed cost regardless of volume or price of product
sold. It does not enable the canner to predict his per-unit selling costs.

In 1953 none of the locally owned canning companies maintained its

own sales organization.
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Food brokers are utilized by most Illinois canners to sell all or

part of their packs. The broker acts as the canner's personal repre-

sentative in the wholesale market. This method of selling is found

advantageous because ( 1 ) the broker is not paid until he makes a sale,

then receives a small percentage of the price; (2) being in the market

continually, the broker has frequent contacts with buyers; and (3) in

terms of manpower, his services are equivalent to those of a sales

force. Some canners said that they could not employ a sales force for

the same amount as a broker's fee. The normal brokerage rate was 3

percent, based on f.o.b. cannery price; it may, however, vary with the

degree of service and type of product.

In most cases, business is enacted with the broker by a written

contract. About half of the contracts had a 60-day cancellation period;

the other half, 30 days. Canners seldom break their contracts, but they

may not always comply strictly with the clause granting exclusive sales

privileges to the broker. Some processors who sold part of their packs

directly had agreements with their brokers that stated no fee would

be required on these accounts; others paid brokerage even when they

negotiated their own sales.

The brokers interviewed generally agreed that the volume of bus-

iness they handle has declined with the expansion of direct selling

by "national brand" canners and the policy of direct procurement fol-

lowed by chain stores. One broker, who had cut his salesmen from

8 to 2 in a few years, said such staff reductions were common. Another

broker estimated that 20 percent of the brokers outside Chicago and

75 percent in the city were offering merchandising service to aid sales.

He said that the volume of sales covered by these services had more
than doubled in the past few years.

Forward sales, selling under contract before the season begins,

were made by 21 percent of the canners and accounted for 48 percent
of the volume sold.

Spot order buying has increased considerably since World War II.

Some canners attributed the increase to the chain stores' practice of

buying supplies as they need them to avoid risk of price declines,

warehouse costs on accumulated inventory, or payment of interest on
idle capital. As a result, there is less forward buying, especially when

supplies are readily available. Twenty-nine percent of the canners

sold by spot order on the open market, while half of them used a

combination of spot orders and forward sales.

Memorandum orders merely state that the buyer is in the market
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for a specified quantity, variety, or style of pack canned in a specified

size of container. These orders are not binding on either party.

S.A.P. (subject approval price) orders stipulate a definite volume

and a specific delivery date. Formerly they were binding, but now are

similar to memorandum orders and the completion of sale is dependent
on the buyer's approval of the price. If the buyer disapproves, he is

released from the contract; if he accepts, the canner must deliver the

stated volume on the day named in the contract. The canner can also

be released if certain conditions prevent him from filling the order.

Advantages of S.A.P. orders are that (1) the canner knows how
much volume he may reasonably expect to sell, provided his prices are

in line with competition, and (2) the buyer has a better chance to get

the quantity he needs, particularly in periods of scarcity.

Sales terms were rather uniform. Ninety-two percent of the can-

ners stipulated 1.5 percent 10 days, net 30 days; the rest decreased

the 10-day allowance to 1.0 percent. Twenty-one percent offered a 2.0

percent allowance for cash.

Sampling. Canners furnish their customers with samples of each

lot and the contents are examined to see if they meet quality standards

of the designated grade or the buyer's specified requirements. The

sales agreement stipulates which lots he accepts. If the buyer does not

consider the quality of the product he receives equal to that of the

sample and a disagreement with the canner results, they can appeal to

a board of arbitration at Chicago, Peoria, or Springfield. These boards

are composed of a canner, a wholesale grocer, and a broker who are

familiar with the product. Normally, few cases are brought before the

boards, the canners making price concessions rather than risking un-

favorable publicity or the loss of a customer.

Labels. Eight percent of the canners sold under their own labels;

12 percent under buyers' labels, and 80 percent used both. In volume

two-thirds of the total pack went under buyers' labels. Of the canners

who used both buyers' labels and their own, 42 percent decided on the

basis of quality of the pack, usually selling Fancy grade under their

own brand. Other canners followed their buyers' preferences.

Advertising or promotional allowances were made to customers by
21 percent of the processors. Canners who advertised made a specific

allowance per case, furnished material on tie-in advertising or paid

half the advertising cost. These canners felt that through advertising

they could meet promoted competition and outsell canners who did not

advertise. They also felt that they gained "good will" and increased

the demand for their products.
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Prices

The prices of Illinois canned products are included in the quota-

tions of midwest vegetables. Data are not available to determine the

relation between prices received in Illinois and in other midwestern

states, but the highly competitive nature of the industry would indicate

that Illinois prices were "in line" with the midwest average.

In setting the wholesale price for their product, most canners seem

to "follow the leader" in allowing discounts of 11 to 20 cents a case

under the price of "national brand" products. Half of the canners

determined their prices by watching the quotations of other canners.

Five consulted trade papers and journals, but others felt that these

averages were too general to use. Two obtained their information from

brokers and one from suppliers.

During the 1953-54 marketing season, the average weekly f.o.b.

canner spot prices per dozen for various sizes of containers, grades,

and styles of pack were very sticky. In some instances the price did

not change during the entire season; in others only one or two changes
occurred. Prices did not rise and fall frequently and violently except
in a few classes.

Asparagus. Little direct comparison was possible among the var-

ious producing areas or among grades, as the California prices were

based on No. 2 cans, Eastern prices on cut spears in No. 303's and

midwestern prices on all grades and cuts in various can sizes. Midwest

prices advanced during the third week of July and then did not change
for 8-ounce and No. 303 cans. They changed only slightly for No. 1

picnic during the remainder of the season. During the year the price

pattern was extremely stable; the greatest price change for any size

of can from any producing area was 4.6 percent.

Sweet corn. Prices did not change after January 18 for any

quality, style, variety, or can size. In 8-ounce containers the price of

white whole-kernel Fancy exceeded white cream-style by seven cents

a dozen during most of the season. In No. 303, golden whole-kernel

averaged one to four cents a dozen above cream-style of the same

quality, while white whole-kernel and cream-style were the same price.

In No. 10's white corn was priced higher than golden, and whole-

kernel higher than cream-style.

Peas. The price of peas packed in 8-ounce cans was very rigid.

Eight sizes or grades sold for the same average weekly price through-
out the year, two grades had one price change, and another changed
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prices twice. In No. 303 cans, the number of price changes ranged
between zero and ten for the various classes an average of one

change every 15 weeks, with 10 cents a dozen the greatest variation

in any class.

After the early price fluctuations, Fancy Size 1 Alaska peas in

8-ounce cans sold for 25 percent more per dozen than Size 2, and 62

percent more than Size 3. Extra-standard Size 2 peas averaged 30

percent more than Size 3 and 40 percent more than Size 4.

In No. 303 cans Size 1 Fancy Alaska peas were 27 percent more

than Size 2, and 52 percent more than Size 3. Extra-standard Size 2

was 14 percent higher than Size 3 and 27 percent higher than Size 4.

Price relationships for peas in No. 10 containers were about the same

as for those in No. 303.

Pumpkin. The average price of midwest pumpkin in No. 10

declined 6 percent from the opening quotations in October to mid-

December and remained until quotations were discontinued in April.

The price of No. 2i/2 and No. 303 cans declined 10 percent. No. 2]/

was the only size to recover any of its seasonal drop.

Tomatoes. Cannery prices declined for midwestern tomatoes in

No. 2 cans, particularly Fancy and Extra-standard grades. Closing

prices for the season were 10 and 12 percent below the opening prices.

There were wide variations among grades. Prices of Fancy averaged
52 and 75 percent more than those of Extra-standard and Standard.

In No. 21/2 cans, prices of Fancy and Extra-standard tomatoes did

not vary throughout the season. Standard grade fell seven percent in

price in November but recovered half of the loss in March.

Price spreads among grades indicate that it might be beneficial for

Illinois canners to increase the quality of their pack. In 1953, 8 per-

cent of the tomatoes canned by processors interviewed graded Fancy,
73 percent Extra-standard, and 19 percent Standard. On the basis of

average prices per dozen for the different-sized cans, assuming other

factors equal, canners would have made about $35,600 if the Standard

tomatoes had been of Extra-standard quality. If the entire pack had

graded Fancy, returns may have been increased nearly $300,000. *

Sales Movement

Canned vegetables can be stored for many months before they

begin to deteriorate. "Stocks are carried within and between market-

ing seasons either because merchants wish to have stocks on hand for
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Table 9. Annual Movement by Months of Canned Vegetables
Sold or Shipped, Illinois, 1953

Asparagus Sweet corn Peas Tomatoes

January
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Supplementary supplies were purchased by 12 percent of the can-

ners, if needed; an additional 21 percent bought directly from other

canners to stay in the market. Although in some instances they have

had an immediate loss, these canners felt that the purchase of supple-

mentary supplies is beneficial in the long run because: (1) by assur-

ing their customers of supplies at all times, they secure greater

customer loyalty, and (2) they felt that they increased retail sales by

keeping their brands on the shelves throughout the year. When sup-

plementary supplies were purchased directly from another canner, a

special canner's discount of 1.5 to 4 percent was allowed because the

cases were still unsealed, cans unlabeled, and the canners usually buy
in carload or truckload lots.

Beginning stock was related to supplemental supplies. While can-

ners who sold only their own products usually disposed of their stock

during the season, those who bought supplementary supplies consist-

ently had a carryover. When stocks moved slowly, canners used

discounts, cut prices, cooperative advertising, promotion sales, or

label allowances to prevent heavy beginning stocks. Other canners

made no special effort; if they thought the commodity would sell, they
held it and speculated on getting their price.

Quantity discounts were used in the past to increase sales. How-
ever the Robinson-Patman Act has halted this practice except where

it is justified by costs. Four of the canners in the study gave these

discounts to large buyers because their orders involved lower handling
and bookkeeping cost than small orders. F.o.b. delivered prices, rather

than f.o.b. cannery prices, were used by some canners when beginning
stocks were heavy. This enabled them to compete in distant markets

where they would otherwise have been excluded by transportation

costs. The per-unit returns are varied and the competition is shifted

from price to service when the delivered price is quoted.

Dented or rusty cans were not commonly a problem to Illinois

canners. Those who had damaged cans to dispose of gave them to

local institutions, sold them at a discount, or sold to "special buyers,"

"rusted brokers," or salvage operators.

Distribution of the Pack

The market area is determined largely by the product's bulkiness

and perishability and by the number of sources buyers have for their

supply. Improved transportation and communication facilities have
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increased the area within which the forces of supply and demand tend

to operate.

About 40 percent of the total pack was shipped by custom trucks;

20 percent each by buyers' trucks, canners' trucks, and rail. All the

large canners used rail transportation, but only one firm packing less

than 100,000 cases used that method. Transportation costs are usually

of concern to the buyer, since most canners use f.o.b. cannery prices.

Shipping charges can differ enough between localities to put limits on

a processor's distribution area or a buyer's sources of supply. They

place canners from a greater distance at a market disadvantage. For

example, in 1953-54, the average price of eastern sweet corn (golden

whole-kernel) exceeded midwestern by 10 cents a dozen for Fancy, 3

cents for Extra-standard, and 4 cents for Standard. The freight rate

from Illinois canneries to New York City 13.2 to 14.7 cents a

dozen added to the price of midwestern sweet corn made it more

expensive to New York buyers than eastern corn. The disadvantage

was greater for Extra-standard and Standard than for Fancy, which

was priced lower in comparison with eastern corn.

The market area for almost all commodities has been widening.

The area of distribution for each vegetable is given below, and some

indications of consumers' preferences for can size, style, and quality

of pack.

Asparagus. The bulk of the Illinois pack is sold in midwestern

markets, but it is marketed also in the United States and Canada east

of the Rocky Mountains. Canners in the state concentrate operations

to take advantage of their competitive location. One packer in the

study disposes of his crop within a small radius of his factory; another

sells his entire output in Chicago; one sells about 80 percent in Chi-

cago, 10 percent in the Southwest, and 10 percent in the East; while

the rest sell throughout the market area.

The canners mentioned specific cities in which they sold large

percentages of asparagus. Although there was considerable overlapping,

particularly in central and northern Illinois, each canner named one

or more markets that the others did not name. To decrease local

competition, these men try to develop outlets in cities where other

Illinois canners do not sell a large percentage of their pack. This

results from aggressive merchandising, not a "division of the market."

There were certain preferences for different-sized containers in var-

ious cities or areas. Asparagus in No. 303 cans can be sold in any mar-
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ket, large quantities of 8-ounce cans are sold in Chicago and St. Louis,

while other cities like No. 1 picnic. In the south-central United States

and the Southwest, consumers in the cities prefer 8-ounce and those

in the rural areas No. 1 picnic. Regardless of can size (except No.

10), buyers in all areas wanted cases that contained 24 rather than

48 cans.

There was no difference between rural and urban areas in quality

preference for Illinois asparagus, but there was a preference for style

of pack. The large cities wanted both the most expensive whole spears

and the cheapest center cuts, whereas rural areas preferred cut spears.

The canners indicated that they had never canned enough whole

spears. It is often necessary to ration the supply of whole spears to

buyers of cut spears and center cuts. Otherwise there would not be

enough whole spears to last throughout the season. At times this

allocation has been an advantage, as the whole spears tend to help sell

the other styles.

Sweet corn. In general, the market for Illinois sweet corn extends

south from the Illinois-Wisconsin border to the Gulf of Mexico and

east from Kansas City to the Atlantic Coast. This distribution area

starts about 600 miles farther east than the one for asparagus and

does not include the north-central and New England states and

Canada. Nearly every state or the large cities within the area were

named as major receivers for Illinois sweet corn.

Some canners reported that the southern markets preferred larger

cans, excluding No. 10's; the 8-ounce container was popular in north-

ern metropolitan centers. The processors generally agreed that con-

sumer acceptance of different can sizes is changing. For example, the

No. 303 is rapidly replacing the No. 2. Since the No. 303 is slightly

smaller than the No. 2 (26.31 cubic inches compared with 32), it can

be used to sell a smaller quantity at the same price to the undiscerning

retail buyer or to sell at a lower price, giving it a possible merchandis-

ing advantage.

Formerly cream-style sweet corn was marketed almost exclusively.

At present consumers are buying about as much whole-kernel as

cream-style. This is probably because whole kernel is more succulent,

less mature when processed, and considered to have a better flavor than

cream-style.

Most Illinois white sweet corn is distributed in the South, South-

west, and Southeast, but the proportion of white is decreasing. This

change is attributed to the predominance of advertising for the yellow
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variety. Nevertheless, white sweet corn is still preferred in many
cities and areas. Some canners reported an increasing demand for

white sweet corn in New York State in recent years. Yellow sweet

corn is sold predominately in the northern and eastern markets.

In the northern markets there is a strong preference for Fancy

quality. In the South the cheaper Extra-standard and Standard are the

qualities in greatest demand. These differences may be associated with

purchasing power and relative retail prices. For example, in 1953 per-

capita income in the southeast region was $1,159; in the northeast,

$1,824; and in the central, $1,884.

Peas. Illinois peas were distributed in the same general area as

sweet corn, that is, in the eastern two-thirds of the United States.

Fancy quality peas are more acceptable in the northern markets and

"near-Fancy" and Extra-standard are sold in the southern states. As
was true with sweet corn, small cans were most popular in the metro-

politan centers and large cans in rural areas. It was felt that the trend

toward small cans would continue for a while longer. The Midwest

and East provided better markets than the South and West for both

Sweet and Alaska peas from Illinois.

Pumpkin. Illinois pumpkin is distributed in the same general area

as sweet corn and peas. The South, however, buys less of the an-

nual pumpkin pack than of the other two vegetables. Because of the

high ratio of bulk to value, it is difficult to distribute pumpkin in

distant areas. In many markets where brokers can easily sell a carload

of peas or sweet corn to a distributor it is difficult, if not impossible,

to sell the same quantity of pumpkin. If pumpkin is moved in carload

lots it must be sold in large consuming centers. If sold in smaller

centers it normally must be shipped in mixed cars or in less-than-

carload quantities. Higher rates on less-than-carload quantities plus

increased handling and overhead expense decrease the competitive

position of Illinois canners in distant markets.

Tomatoes. Illinois tomatoes are distributed in the state as well as

in nearby areas to the north, west, and southwest. No markets east or

south of Illinois were named, probably because large quantities of

tomatoes are processed in Indiana, Ohio, New England, and the Mid-
Atlantic states, which not only supply their own needs but ship to the

southern markets. Only two processors had noticed a difference in

quality acceptance. There was no noticeable preference for particular
can sizes within the area.
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CANNER-GROWER CONTRACTS

As is true in all industries, canners desire to secure their supply
at as low a price as feasible, and growers want to get a high price for

their raw products. The growers are not usually as well informed

about market conditions as the canners. Often they do not know how

prices and other provisions offered by canners in their area compare
with those in nearby producing areas. In the long run, the price agree-

ment will depend on what price the processor receives for the finished

product, and on what other opportunities are available to the grower.

Merits of Written Agreements

In general, the business relationships between Illinois vegetable

growers and processors are defined in a written contract. Equitable

contracts not only help to encourage the production of crops suitable

for canning and to move them from the field to the cannery; they also

affect the size and location of individual canning companies. Contract

terms influence competitive relationships among canners in different

regions as well as within an area.

Doing business on a contract basis has certain benefits to both

parties. It is advantageous to the canner because (1) the planted

acreage is known and he is assured of a grower's output, reducing
his supply risk; (2) as he is usually in control of the contract terms,

he can encourage quality production by his price schedule; and (3) he

knows in advance the per-unit price he will pay and is not subject to

risk in the event of advancing prices.

The producer can also benefit from the contract: (1) he is as-

sured of a market, and with less demand risk he can devote full

attention to production; (2) he knows what price he will receive for

his product, what the hauling distance is, and what the other market-

ing costs will be; (3) he can normally get assistance in financing his

crop; and (4) canning vegetables are usually an early cash crop.

There are certain disadvantages in signing a contract. The canner

must assume the time risk between contracting for the raw material

and selling the finished product. The grower may find it difficult to

estimate his net return because so many contracts are vague or

incomplete.

Types of Contracts

Eighty-eight percent of the agreements studied were sales con-

tracts in which the grower owned the crop, the canner agreed to buy,

and the grower agreed to sell. Twelve percent were bailment contracts
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in which the grower acquired no right, title, or interest in the seed

which the company furnished, nor in the crop grown and harvested,

holding possession of the seed and crop as bailee only.

Flat-rate contracts, those in which a certain price is set for the

gross weight of the raw product, are equitable only under normal

conditions. Most of the contracts were modified by some variation in

price for quality or yield. Modified contracts function to the advan-

tage of both grower and processor. The canner is able to obtain a

closer quality-price relationship than with a flat-rate contract, and the

grower is encouraged to produce a superior product for higher returns.

Pricing on a gross-weight basis was more likely to occur in contracts

for sweet corn, where it has been difficult to find any satisfactory

method for rating the quality of the raw product.

Contracts ranged in length from 160 to 2,590 words, the longest

agreements usually involving sweet corn and peas. Short contracts did

not include all the essential provisions, but fieldmen report that grow-
ers are reluctant to read or sign lengthy agreements.

1

General Provisions

Planting. Disregarding perennial asparagus, 62 percent of the con-

tracts contained provisions for planting the crop, 50 percent of them

stating that the grower was to do the planting under the canner's

direction.

Seed or plants were supplied by the canner in all of the sweet corn,

pea, and pumpkin contracts, and in seven of the tomato contracts. The

grower paid for seed or plants in 63 percent, the canner in 28 percent.

Six percent contained no provision covering cost, and 3 percent gave
the grower the option of buying from the canner.

Variety was specified in 62 percent of the agreements. In those

requiring the grower to buy the seed, 80 percent showed the price, 10

percent said only at cost, and 10 percent stated price would be an-

nounced when the price of the crop is determined. Sixteen percent
allowed for replanting with no charge for extra seed.

Fifty-five percent of the sweet corn, 88 percent of the pea, 33

percent of the pumpkin, and 70 percent of the tomato contracts ex-

pressly excluded any warranty on the canner's part as to the quality
of the seed or plants, or any guarantee of crop therefrom.

Each contract specified the number of acres to be planted, but

specific location on the farm was not included.

1

Huelsen, W. A. The fundamentals governing canner-grower contracts.
The Canner 100 (8): 52. 1945.
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Fertilizer. One-third of the contracts provided for the use of fer-

tilizer or left blanks for recording the kind and amount. It was selected

by four canners; one permitted the grower to choose. The right to

specify the amount per acre was given to the canner in seven, and one

could specify the time of application. One contract permitted cancella-

tion by the canner if the grower did not follow his recommendations.

Two canners made free soil tests for their growers.

Insect control. Nearly 60 percent of the contracts included some

provision for insect control. The responsibility rested with the canner

in 35 percent and with the grower in 6 percent; the rest left it optional.

In 20 percent of the contracts providing for insect control the canners

paid for the insecticides; in 30 percent the growers handled the cost.

Ten percent provided for equal sharing of the cost and 40 percent did

not specify.

Delivery. Eighty-two percent of the agreements specified where

the crop was to be delivered and the remainder merely said it should

be delivered according to the company's instructions. Eighty-five per-

cent stipulated that the grower would deliver; the remainder permitted

optional arrangements. Seventeen percent said the canner would deliver

at the grower's expense if the grower failed to do so. Four tomato,

one sweet corn, and two asparagus contracts mentioned how the crop

was to be delivered. There were some disclaimer clauses in which the

canner agreed to help the grower harvest and haul, but was not liable if

weather made delivery impossible; the contract did not constitute a

guarantee to haul.

Landlord-tenant. Canners are concerned with leasing arrangements

only if returns from the crop are to be divided between landlord and

tenant. Thirty-two percent provided for specifying the share to be

paid to the landlord and tenant. Fifty percent had a blank for the land-

lord's name, 15 percent required signatures of both landlord and tenant,

and 35 percent had no such provision.

Contingency. Although emergency provisions in a contract should

protect the grower as well as the canner, 21 percent of the contracts

could be canceled only at the buyer's option. The other 79 percent

could be voided by circumstances beyond the control of either party.

Misunderstandings can occur over notifying the other party of an

emergency. Fifteen percent required immediate notice, 3 percent re-

quired a written notice within 5 days, and 82 percent did not include

a statement on notification.
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In addition to the contingency clause, two contracts stated the can-

ner's option to cancel the agreement. Two gave the grower the right

to cancel within 10 days after receiving notice of the price of raw

materials. The rest did not include any cancellation provision.

Binding. Thirty-two percent of the contracts provided that, in

case of the grower's death, the contract would be binding on his heirs,

executors, administrators, or representatives. Twenty-four percent

specified successors, assigns, heirs, administrators, or executors of the

canner. Unless a contract contains such a clause, it is not binding, and

neither party is protected.

Fair Labor Standards Act. Twenty-four percent of the contracts

stipulated that the crop be produced in compliance with all terms of

the Fair Labor Standards Act. Nine percent included a statement that

the grower would comply with all governmental regulations.

Asparagus Contracts

Harvesting and delivery. In 1953, one cannery received cut, and

the other received snapped asparagus. Crates were furnished by the

canners for delivery to the plants. The growers were to keep them

free of dirt and mold, and no charge was made unless the crates were

damaged or not returned.

The delivery season was determined by mutual consent. One con-

tract stated that the crop should be delivered on "the same day that it

is harvested." One stipulated that the season would begin as soon as

volume became sufficient, and would end by a specific date or by
mutual agreement.

Grading. Canners selected representative 10-pound samples for

grading, but no sampling method was specified. The canner was given

authority to grade, but the grower's rights were not mentioned.

Both companies specified that the stalks should be fresh, unfrozen,

unwashed, unwatered, reasonably straight, and free from beetle bugs.

They should measure not less than 14 inch in diameter (determined

4i/4 inches from the tip) with heads free from seediness. White butts

and stalks shorter than 6 inches after trimming were considered waste.

Freedom from blemishes, reasonably firm heads, reasonably unopened
heads, stalks not more than 9 inches long, or stalks not less than 6

or more than 1 1 inches long were included in one contract or the other.

These specifications followed U. S. Standards with two exceptions:
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(1) the canners included "unwashed" and "unwatered," and (2) the

diameter was measured a shorter distance from the tip and longer

spears were permitted in the contracts.

Pricing. One canner based his prices on field-cut asparagus with

(1) straight stalks, tight heads, over jMs inch in diameter; (2) straight

stalks, tight heads, ^ to f inch in diameter; (3) crooked stalks, tight

heads, more than 1/4 inch in diameter; and (4) stalks flowered but no

evidence of seed, over 14 mcn m diameter. The prices of Classes 2,

3, and 4 were 88, 75, and 50 percent, respectively, of the price of

Class 1. In the other contract, prices for snapped asparagus were 175

percent (delivered) and 162 percent (undelivered) of the price of

Class 1.

Payment. Both contracts called for payment each Wednesday for

asparagus delivered by the preceding Saturday. These growers realized

an early cash return on their crop.

Sweet Corn Contracts

Harvesting and delivery. The canner had the right to direct plant-

ing in 91 percent of the contracts, and all specified that he was in

charge of harvesting. In 55 percent the canner could harvest at the

grower's expense if the grower failed to do so. In three agreements,

the crop was to be delivered as fast as it matured, and in one it was

to be delivered "the same day as harvested." In the rest of the con-

tracts, it was to be harvested and delivered according to the canner's

directions.

In more than half of the contracts, the processor agreed to furnish

equipment, labor, or both for harvesting. In 27 percent of these agree-

ments, there were provisions for paying the grower for use of his

equipment; 9 percent stated that there would be no charge. Twenty-
seven percent stipulated the corn was to be hand-picked, while 18 per-

cent left the method optional. Forty-five percent provided that if the

canner harvested, the grower would furnish extra power and labor on

request; 40 percent of this group stated that it would be without

charge. Fifty-five percent had no liability clauses protecting the canner

if harvesting were prevented by weather conditions. One relieved him

of any damage if the crop were not harvested.

The time of harvest may be a point of disagreement between

growers and canners. According to popular opinion, delaying harvest

will increase the per-acre yield. However it has been found that
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maximum weight is attained at a relatively early stage of maturity. A
test to determine the effect of harvest time on moisture content and

yield of usable ears of Country Gentleman sweet corn showed that gain

in total weight per acre was very rapid in the early stage of ear

development (Table 10), but the rate of gain decreased as it reached

maximum weight and then stopped. After the twentieth day there was

no significant increase in yields of ears or ear parts.

Table 10. SWEET CORN: Effect of Advancing Maturity
on Per-Acre Yields of Country Gentleman

Days after

mid-

silking
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determined the grade, and price was based on 100-percent usable

sweet corn with 6 to 35 percent tolerance for unusable ears. Some
eastern canners buy sweet corn on a cut-kernel basis. Sample ears are

run through a cutter and price is based on the weight ratio of cut

kernels to unhusked ears. A base of 30 percent for Country Gentle-

man and 33 percent for Golden Cross Bantam is used to determine

the price. This method has not become popular in Illinois, possibly

because of the labor involved. Canners in Illinois have occasionally

based their prices on the weight per load of suitable husked ears. The

Table 11. Gross Returns per Acre for Country Gentleman and Golden
Cross Bantam Sweet Corn Under Various Types of Contracts

(Basis: 3 tons unhusked, unsorted ears per acre)

Country Gentleman Golden Cross Bantam

Usable L
P

.

r
!

me
J Cut

husked
kernel

Pounds Price Value Price Value
ears per per per per per

acre ton acre ton acre

(percent)
Flat-price gross-weight contract

323.00 369.00 321.00 363.00

Modified gross-weight contract: unhusked, sorted ears

96 323.49 370.47 321.45 364.35
95 23.25 69.75 21.22 63.66
94 23.00 69.00a 21.00 63.00a

93 22.76 68.28 20.78 62.34
92 22.51 67.53 20.55 61.65

Modified gross-weight contract: prime-husked ears

64 3,840 373.57 365.05
63 3,780 72.42 64.03
62 3,720 71.28 63.02a

61 3,660 70.13 62.00
60 3,600 68.98a 60.98
59 3,540 67.83 59.97
58 3,480 66.68 58.95

Modified gross-weight contract: cut kernels

35 2
,
100

34 2,040
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sample is weighed, husked, trimmed, graded, and reweighed, and the

price is calculated from the base percentage of husked prime ears per

ton of unhusked ears for example, an average of 60 percent for

Country Gentleman and 62 percent for Golden Cross Bantam. Hypo-
thetical returns to growers from 3 gross tons of Country Gentleman

and Golden Cross Bantam per acre are shown under these different

types of contracts in Table 11.

Pricing. In 1953, 73 percent of the contracts provided for payment
at a specific price per ton, 18 percent varied the price to provide incen-

tives for higher yields, and 9 percent based the compensation on the

average price per bushel for Illinois field corn as of December 15. Data

were not available to calculate the equity of these pricing schedules;

however, contracts based on a competing crop induce growers to

plant sweet corn instead of some other crop. This introduces an ele-

ment of uncertainty, which could destroy the contract market. If this

occurred, corn would be grown as free acreage or sold under an open

price subject to fluctuation at marketing time. Such an arrangement
would be hazardous, considering the large volume to be handled in a

short time and the perishability of the product.

Rejection. All canners reserved the right to reject sweet corn that

was unfit for canning or contained too high a percentage of specified

defects worms, damaged ears or kernels, smut, frost, field corn,

overmaturity, short ears, or tare. Several contracts provided that

the canner could buy rejected corn at a specified percentage of the

usual prime value, or at a price to be agreed upon at time of harvest.

Ensilage. Twenty-seven percent of the contracts made no provi-
sion for growers' rights. Some contracts gave the grower's interest as

(1) up to 14 the weight of sweet corn raised, (2) up to }4 the weight
of sweet corn delivered if he raised 10 acres or more, (3) up to Yz

the weight of sweet corn delivered after the company fills its needs, or

(4) 1 ton per acre free, not to exceed the tonnage delivered. Others

did not acknowledge the grower's right to any amount, but provided
that he could purchase (1) up to 1 ton per acre at $1 a ton or (2) a

pro-rata share, ensilage to be the property of the buyer, but grower

may have the right to purchase in proportion to the amount delivered.

Many contracts had provisions prohibiting the grower from selling

his ensilage, stating when ensilage should be removed from company
property, permitting grower to buy additional amounts, or stating that

the company is not liable for foreign materials or chemicals in the

ensilage.
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Payment. The eleven contracts stipulated ten different payment

procedures. Two were in agreement on November 1; one would pay
one-half October 1 and the balance December 15; another would pay
one-half November 1 and balance February 1; and another would

pay on or before November 15. Four agreements were partially based

on final delivery, agreeing to pay one-half or all from three to 30 days
after final delivery of each variety and the remainder within a maxi-

mum of 60 days. One contract contained a blank indicating that the

date was to be set by mutual agreement between the contractor and

contractee. The most open-ended clause said the canner would pay "as

soon after the close of the packing season as possible," permitting

considerable leeway.

Pea Contracts

Harvesting and delivery. All of the pea contracts provided for

harvest and delivery according to the canner's directions. Twelve per-

cent specified that the canner set the date; the same proportion said

that the canner could harvest at the grower's expense if the grower
failed to do so according to directions. Canner would furnish equip-

ment and labor in 25 percent and grower would supply additional

power and labor, if needed, in 25 percent of the contracts.

One contract said peas "could not be held overnight," and another

said they should be delivered "the same day as harvested." Other

details were largely omitted.

Harvest date has a considerable effect on grower income. Total

weight per acre increases rapidly as the crop matures. The ideal price

schedule, if the processor does not want to pay a premium for a cer-

tain maturity, would give the grower the same return, regardless of

maturity, as long as the peas were "fit for canning." An experimental

harvest of Perfection peas from a uniform field at 24-hour intervals

over four days showed a weight gain of 179 percent and an increase of

74 percent in grower returns (Table 12). Growers receive less for

their Alaska peas if they are harvested before the "optimum" stage,

and may increase their returns by delaying harvest beyond that point

(Table 13). In addition to lower yields, peas that are harvested at

an early stage of maturity have a larger percentage of waste.

Grading. No provision for sampling was made in 38 percent of

the agreements. Twenty-five percent permitted the grower to observe

sampling and grading and to request another sample. Twelve percent
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Table 12. PERFECTION PEAS: Per-Acre Yield and Return
to Grower According to Sieve Size

Date of

harvest
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quently mentioned were: ripening to a hard or mature stage, discolor-

ation, presence of thistle and rose buds, and damage by frost, hail, or

disease.

Sieve-size method. Until recently most canners used the sieve-

size method of grading, but it was still in use by only one canner in

1953. As there are marked size variations between varieties of peas

(Table 14), a system which uses size as the only determinant of

maturity errs in assuming that all peas of the same size are of equal

quality as well. The quality of large peas is usually better when grow-

ing conditions are favorable. Normally, Alaska peas can be graded
more successfully by this method than other varieties.

Table 14. ALASKA AND PERFECTION PEAS: Percentage
Distribution by Sieve Size, Wisconsin, 1940

Alaska Perfection

Sieve size Percent of total pack Sieve size Percent of total pack

1
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taken on each size. Almost 83 percent of the Size 2 Sweet peas had a

reading of 80 or less, but only 2.6 percent of Size 2 Alaska peas
received such a low score (Table 15). This would indicate that Alaskas

are smaller than Sweets at the same stage of maturity, and shows

that the sieve-size method is not a complete determinant of quality.

However, the score ranged from 25 to 41 points for each size of

Alaska peas, which meant the tenderometer did not distinguish be-

tween sizes within a variety.

Five score classes were utilized in tenderometer grading, two in

specific gravity, and four in sieve-size. Contracts included 21 different

tenderometer grade classifications for Alaska peas, 26 for Sweets, and

22 for Early and Late Sweets. There was a variation in classes among
canners: the upper limits ranged from 111 and above to 146 and

above and the lower limit ranged from 80 and under to 95 and under.

Pricing. Differences in classification according to the method of

grading used made price comparisons difficult. However, to determine

the effect of different price schedules and grade classes, values were

calculated by tenderometer range for all Alaska peas delivered to the

five firms canning this variety. As is shown in Table 16, if all peas
had been sold under Schedule D, gross returns would have been $1.38

Table 16. ALASKA PEAS: Total Weight and Gross Value if All

Peas Within the Tenderometer Reading Had Been Purchased at

the Indicated Contract Price Schedule, Illinois, 1953

Tenderometer

reading
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a hundredweight more than if they had been sold under Schedule E,

99 cents more than under Schedule A, 75 cents more than under

Schedule C, and 45 cents more than under Schedule B. All Early
Sweet peas had a difference in value of 74 cents a hundredweight,
Late Sweet, 73 cents; and all Sweets, $1.15 (Table 17).

These variations were due in part to differences in average price

and in part to the differences between prices by grade classes. Sched-

ule A discouraged delivery of peas with high tenderometer readings

by reducing the price for mature Alaska peas (Table 18). Schedule C

paid 87 percent more for a score of 80 and under than for 106 to

110, thus encouraging production of tender peas. There was a differ-

ence of 7 or less percentage points among grade prices for Early Sweet

and Late Sweet peas. Schedule B for Sweets was apparently designed
to obtain the highest proportion of peas scoring 80 and under, pricing

peas in this class 92 percent more than those scoring 101 to 105.

In 1953 (considering price schedules only) growers could have

increased their returns by producing larger proportions of peas with

low tenderometer readings.

Table 18. ALASKA AND SWEET PEAS: Contract Prices as

Percent of Selected Tenderometer Reading, Illinois, 1953

Ten-
der*
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Table 19. ALASKA PEAS: Value of 24-Farm Average Production as

Determined by Quality Production Pattern for Each Farm and
Indicated Contract Price Schedule, Illinois, 1953
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Table 20. SWEET PEAS: Value of 16-Farm Average Production as

Determined by Quality Production Pattern for Each Farm
and Indicated Contract Price Schedule, Illinois, 1953

Early Sweet Late Sweet

Farm Av.
t.r.

Contract schedule

A B
Farm Av.

t.r.
a

Contract schedule

A B

1
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the rejected peas for feeding livestock. A few contained statements

such as the following: "Nothing in this clause shall prevent the com-

pany from compensating the contractor for services in connection with

peas so rejected on an adjusted basis to be agreed upon between

company and contractor."

Seed peas. Five contracts provided that "the company may at its

option direct that the peas be so matured that they will be suitable

for seed purposes." Reasons why the crop may not be used for

processing and provisions concerning handling and compensation were

also included.

Ensilage. Fifty percent of the contracts had no ensilage provision,

25 percent gave title to the grower, and 25 percent to the canner. The

most common provision allowed the grower ensilage in the same pro-

portion as the ratio of his acreage to the total acreage served by the

station to which he delivered. Only one contract specified price. When
the silage was to be removed was specified by 38 percent, and 25 per-

cent said the company would remove it at the grower's expense if he

did not.

Payment. The contracts had six different provisions for payment:
as soon after the packing season as the company can compute settle-

ment; by July 15; as soon as records are complete, but no later than

July 25; one-half within 30 days, the rest within 60; on or before

October 1; or on or before November 1. The early cash crop advan-

tage was nullified by the leeway between delivery and payment which

some contracts allowed.

Pumpkin Contracts

Harvesting and delivery. Two contracts stated that the canner

would have charge of harvesting. In another, the canner agreed to

furnish equipment and labor to harvest the crop, if necessary, the

grower furnishing additional needed power. One company charged $2

per ton for picking and hauling, another charged $1.50 and offered the

grower the option, at the time the contract was signed, of doing the

picking and hauling or having the company do it. All contracts stated

that pumpkin was to be delivered according to the company's
instructions.

Grading. The contracts specified that the "grower agrees that the

company may inspect" but they did not specify method of sampling.
In one instance the grower had the privilege of inspecting the weight-

ing, grading and counting.
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No U. S. Standards have been developed for pumpkin for process-

ing. One contract listed 13 factors which the canner would use in

grading; the other two named five. The most frequently mentioned

were freedom from decay, insect damage and stage of maturity. One
contract included size specifications, the others probably covering this

aspect under the term "others not suitable for canning."

Rejection. Each contract contained a right-of-rejection clause

based on percentage of waste, but the percentage was specified in only

one agreement.

Prices. Two companies bought on a flat-rate basis, paying a stipu-

lated price for all acceptable pumpkin. One company based its payment
on average weight per pumpkin. Another contract had three weight
classifications with a 50-cent spread between classes, the median being

equal to the price in other contracts.

Payment was to be made (1) as soon after picking as possible

for the company to compute the settlement, (2) not later than

November 20 of the current year, or (3) half the amount three days
after final delivery and the balance on the following December 1.

Tomato Contracts

Harvesting and delivery. More provisions regarding containers to

be used were included in the tomato contracts than all other harvesting

details combined. Ninety percent of the canners furnished the contain-

ers. In 50 percent of the agreements, the grower was charged only

for hampers not returned; in 30 percent, he paid for use; in 10 percent

the grower was to pay for broken containers, with allowance for

ordinary wear.

The canner was in charge of harvesting in 30 percent of the con-

tracts, and in 20 percent he could harvest at the grower's expense if

the grower did not comply with directions.

Three canners had the right to set the time of day for delivery;

six terminated delivery on first frost, or placed a limit on the

quantity that would be accepted. Other processors set limits on hours

of the day and of the weekdays when deliveries would be accepted.

Two contracts stated that the crop might be delivered as long as 24

hours after being picked.

Grading. One contract did not mention grading and another re-

ferred to it only indirectly. Two contracts specified that grading would

be done by government inspectors on a share-cost basis, one implied
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that a professional inspector would be employed, and five implied that

the canner would do the grading.

Eighty percent of the contracts used U. S. Standards as a basis

and 20 percent printed the standards in the contract. Each agreement

stipulated maturity. Size specifications varied from "fair size" to a

range of l]/2 to 2i/4 inches. Ten other grade factors were named, but

they did not include catfacing, sunscald, or freezing as provided in

the U. S. Standards.

Rejection. In order of frequency of mention, causes of rejection

were (1) excessive amount of culls, (2) insufficient percentage of

No. 1's, and (3) damage exceeding tolerance. Fifty percent specified

tolerances ranging from 4.0 to 7.5 percent and another stated that an

"unreasonable quantity" of culls was sufficient for rejection.

Prices. The average price of No. 1 was 53 percent more than the

price of No. 2, and 15 percent more than the price of a combination of

No. 1 and No. 2 grades. One contract contained a variable premium
clause based on percentage of No. 1 tomatoes.

Payment. Twenty percent of the contracts provided for full pay-
ment in less than seven days after delivery to the factory, 30 percent
in less than 30 days, 20 percent in less than 45 days, 10 percent in 75

days, and 20 percent stipulated no date.

Additional Services to Growers

Seventy-one percent of the firms offered services to growers in

addition to those stated in the agreements. Fifty- four percent fur-

nished fertilizer for growers at cost or below retail prices, or financed

the grower for fertilizer until he delivered the crop.

Thirty-three percent rented equipment or furnished it free and

supplied plants, seed, or both free, at cost, or at a price below cost.

They also furnished technical advice, information, and supervision.

Soil-testing service, spray materials, equipment, and labor were

furnished by 25 percent of the canners either free, at cost, or below

cost. Seventeen percent did custom work or helped to obtain labor and
4 percent harvested the crop at cost.

Many contracts did not adequately show the possible advantages
to growers of producing vegetables for commercial processing. These

services by canners that were not written into the contracts could

increase yields, enhance quality, and reduce the grower's production

costs, increasing his net return.
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Recommendations for Sound Contracts

It is not necessary that grower-canner contracts for any vegetable
be entirely uniform. In general, the main emphasis should be on

sound, equitable, and explicit provisions that clearly define the entire

responsibility of the canner and the grower. The following recom-

mendations (excluding price, property description, and legally required

names) should be helpful in setting up a contract that is sound and

equitable to both parties:

The contract should specify that it is an agreement to buy and sell.

The canner's and producer's responsibilities for planting, cultural

practices, harvesting, and delivery should be described as explicitly as

possible.

The canner's obligations in regard to weighing, sampling, keeping

records, and furnishing the grower with duplicate copies of the records

should be stated.

All services by the canner and charges for each should be specified.

If the canner offers services not usually mentioned in the contract,

they should be included to enhance grower-canner relations and enable

the grower to calculate his per-unit returns.

Basis of grading, grading system, and the number of grades should

be set forth in the contract.

Basis and right of rejection should be clearly defined.

Waste should be determined by actual amount rather than by a

fixed percentage.

Prices should be directly proportional to quality delivered. Flat-

rate, gross-weight contracts should not be used.

Ensilage ownership rights, stacking responsibilities, and charges

should be stated.

Provisions for passed acreage should be included.

Packer's rights and charges and the method of repayment for ad-

vances of seed, fertilizer, insecticide, etc. should be shown.

Explicit disclaimer clauses should be included to exempt the canner

from liability for: damage to crop by elements, insects, disease or other

contingencies; seed or plant warranty; guarantee of crop; injury to

livestock or humans due to consumption of chemically treated seed;

and damage to livestock from chemicals or foreign matter in ensilage.

Conditions under which the canner may assume ownership of the

crop should be specified: if it is not properly cultivated, not delivered

properly, or if the grower attempts to sell it to a third party.

Right of cancellation by either party and by a specific date should

be included.
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A contingency clause should define the responsibilities of each

party and permit cancellation only to the extent that either party is

unable to fulfill obligation.

Mutuality of entry right should be provided.

Provisions concerning validity of the contract in the event of the

grower's death or the transfer of ownership of either the farm or

factory should be included.

Both landlord and tenant should sign the contract if the vegetable

is grown on crop-share land, and the division of payment should be

stated.

PROSPECTS FOR THE INDUSTRY
Most of the canners felt that the outlook for vegetable canning in

Illinois was favorable, specifically for tomatoes, sweet corn, and

asparagus. They thought that the efficient producer would benefit in

the future. Only a few canners were pessimistic about the industry's

prospects in the state. Two operators planned to expand their physical

facilities while others planned to increase output by canning additional

kinds of products.

Seventy-five percent of the canners thought that they had advan-

tages over processors in other states including the proximity of a large

market, enabling them to keep down freight charges; availability of

supplies from nearby manufacturers; and soil, climate, and topography
favorable to growing vegetables for canning.

Some canners thought the industry was at a disadvantage in Illinois

due to the scarcity of labor at wages canners can afford, forcing many
to import labor and the competition for use of the land for livestock,

dairying, field crops, and other vegetables reducing the amount of

land available for growing canning vegetables and raising the cost of

raw materials.

The canners gave several reasons why they thought the producer

might be at an advantage in growing vegetables for canning rather

than vegetables for the fresh market or field crops: the reduction of

price and demand risk brought about by growing crops under contract;

early cash returns realized from several vegetables; and the relatively

small amount of plant food removed from the soil by canning crops,

compared with the major field crops grown in Illinois.
1

1

Relative Amounts of Plant Foods Removed per Acre by Canning Crops
and Companion Crops. National Canners Association, Raw Products Research

Bureau, Washington, D.C.
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SUMMARY
The number of employees per plant varied from four to 1,500. In 83

percent of the plants the owner or an employee graded the raw product.

In 1953, 10 percent of the asparagus was canned as whole spears, 84

percent as cut spears, and 6 percent as center cuts. Eighty-seven percent

was rated Fancy, 11 percent Extra-standard, and 2 percent Standard. Six-

teen percent of the sweet corn was golden whole-kernel, 39 percent golden

cream-style, 5 percent white whole-kernel, and 40 percent white cream-

style. Fancy quality averaged from 96 to 98 percent among different styles

of pack. Fifty-six percent of the peas were Alaska and 44 percent Sweet.

Sweet peas averaged 59 percent Fancy, 37 percent Extra-standard, and

4 percent Standard. Alaskas averaged 47, 31, and 22 percent for the three

grades. All of the pumpkin was rated Fancy. The tomatoes graded 8 per-

cent Fancy, 73 percent Extra-standard, and 19 percent Standard.

Nine percent of the canners sold directly. The "national brands" had

salesmen in the large cities and utilized food brokers in smaller communi-

ties. Brokers were used by most of the local canners. Twenty-one percent

of the canners made forward sales, 29 percent sold by spot orders, and

50 percent used both methods. Sixteen processors determined their prices

by watching the quotations of other canners; five obtained their informa-

tion from trade papers and journals, two from brokers, and one from

suppliers.

During the 1953-54 season the asparagus price pattern was extremely
stable ; the greatest change for any size of can from any producing area

was 4.6 percent. Sweet corn prices did not change after January 18 for any

quality, style, variety, or can size. Pea and tomato prices varied according

to variety, quality, and can size. There was a 10-percent change in pumpkin

prices during the season.

Fifty percent of the canners disposed of their output as soon as pos-

sible, apparently not influenced by either merchandising possibilities or risk

premiums. The peak movement of asparagus was in May and June, sweet

corn in August and September, peas in June, July, and August, and toma-

toes in October. Pumpkin sales were rather uniform throughout the year.

Illinois asparagus is sold in the United States and Canada east of the

Rocky Mountains. In general, the market for Illinois sweet corn, peas, and

pumpkin extends south from the Illinois-Wisconsin border to the Gulf of

Mexico and east from Kansas City to the Atlantic Coast. The tomatoes are

distributed in nearby areas to the north, west, and southwest.

Eighty-eight percent of the contracts were sales agreements in which

the grower agreed to sell and the canner agreed to buy. In 12 percent the

grower held possession of the seed and crop as bailee only. Disregarding

perennial asparagus, 62 percent of the contracts contained provisions for

planting the crop. One-third of all agreements provided for the use of ferti-
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lizcr; nearly 60 percent included some provision for insect control; and

eighty-two percent specified where the crop was to be delivered.

Grading systems in the asparagus contracts followed U. S. Standards

except that the canners stipulated "unwashed" and "unwatered," the

diameter was measured a shorter distance from the tip, and longer spears

were permitted. Sweet corn was graded according to the proportion of

usable unhusked cars, tolerance ranging from 6 to 35 percent. Thirty spe-

cific grading details were mentioned in the pea contracts. Most frequently

named were: ripening to a hard or mature stage, discoloration, presence of

thistle and rose buds, and damage by frost, hail, or disease. One pumpkin
contract listed 13 factors which the canner would use in grading; the other

two named five. Most frequently mentioned were stage of maturity and

freedom from decay or insect damage. Eighty percent of the tomato con-

tracts used U. S. Standards as a basis and 20 percent included the standards

in the contract.

Flat-rate, gross-weight contracts are equitable only under normal con-

ditions. Contracts modified by some variation in price for quality or yield

enable the canner to obtain a closer quality-price relationship and encour-

age the grower to produce a superior product for higher returns. One
canner based his prices on field-cut asparagus and the other on snapped.
Prices in 36 percent of the sweet corn contracts had a flat-rate, gross-

weight basis, while 64 percent had a modified gross-weight arrangement.
All pea canners and tomato processors used modified gross-weight con-

tracts. Two pumpkin canners bought on a flat-rate basis and the other paid

on average weight per pumpkin.

Canning crops are frequently spoken of as early cash crops. This was

true only in some instances. Asparagus contracts called for payment each

Wednesday for asparagus delivered by the preceding Saturday. The eleven

sweet corn contracts stipulated ten different payment procedures, varying
from three days after final delivery of each variety to February 1. Pay-
ment provisions in the pea contracts varied from July 15 to November 1.

The pumpkin contracts stipulated payment on November 20, December 1,

or as soon as possible. Twenty percent of the tomato contracts provided for

full payment in less than seven days after delivery ; others specified 30 days,

45, or 75 days, and 20 percent gave no date.

Seventy-one percent of the firms offered services to growers in addition

to those stated in the agreements. Their contracts did not adequately show

the possible advantages of producing vegetables for commercial processing.

These additional services can increase yields, enhance quality, and reduce

the grower's production costs.

In general, the main emphasis in contracts should be on equitable and

explicit provisions that clearly define the entire responsibility of both the

canner and the grower.
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